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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER  ^ 


Edward  Harrington 
Controller 


December  13,  1999 

Louise  Renne,  City  Attorney 
Office  of  the  City  Attorney 
City  Hall,  Room  234 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4676 

Dear  Ms.  Rerme; 

The  Controller’s ^udits  Division  presents  its  report  concerning  the  audit  of  the  cash 
revolving  fund  of the  Office  of  the  City  Attorney  (City  Attorney).  The  City  Attorney  uses 
the  revolving  fund  to  pay  for  such  operating  expenses  as  jury  fees,  witness  fees,  transcript 
fees,  and  other  minor  case-related  expenses. 


Reporting  Period:  September  1,  1998  through  September  17,  1999 

Authorized  Amount:  $10,000 


In  general,  the  City  Attorney  correctly  administered  and  used  its  revolving  fund  except  for 

the  following  issues: 

• The  City  Attorney  did  not  adequately  segregate  the  incompatible  duties  of  its  revolving 
fund  custodian  when  it  allowed  the  custodian  to  have  custody  of  the  checkbook  and  to 
also  conduct  monthly  bank  reconciliation  of  the  revolving  fund  bank  account.  The 
department  took  corrective  action  in  November  1999  by  assigning  another  person  to 
conduct  the  reconciliations. 

• The  City  Attorney’s  authorized  amount  is  excessive  and  we  estimate  that  a $8,000 
revolving  fund  amount  would  be  sufficient  to  meet  the  department’s  operational  needs. 

• The  City  Attorney  did  not  monitor  its  checking  account  balance  and  had  overdrawn  its 
account  in  one  month.  The  department  took  corrective  action  in  November  1999  by 
instructing  the  fund  custodian  to  record  each  revolving  fund  check  and  calculate  the 
checkbook  balance  as  each  check  is  issued. 

• The  City  Attorney  did  not  submit  reimbursement  requests  for  revolving  fund 
expenditures  each  month. 


Results: 
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The  Controller’s  Audits  Division  will  be  working  with  the  City  Attorney  to  follow  up  in 
six  months  on  the  status  of  the  recommendations  made  in  this  report. 


Respectfully  submitted. 


VARD  HARRINi^ 
Controller 


INTRODUCTION 


The  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco  (City) 

appropriated  a cash  revolving  fund  of  $10,000  to  the  Office  of  the  City  Attorney 
(City  Attorney)  under  the  San  Francisco  Administrative  Code  (Administrative 
Code),  Section  10.136.  The  City  Attorney  uses  the  revolving  fund  to  pay  for  such 
operating  expenses  as  jury  fees,  witness  fees,  transcript  fees,  and  for  minor  case-related 
expenses. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  the  City  Attorney’s  revolving  fund 
assets  agreed  with  the  amount  authorized  in  the  Administrative  Code  and  recorded  in  the 
Controller's  Financial  Accounting  and  Management  Information  System  (FAMIS).  We 
also  determined  if  the  City  Attorney  correctly  administered  and  used  the  revolving  fund. 
In  addition,  we  assessed  whether  the  internal  controls  over  the  fund  were  adequate,  and 
whether  the  revolving  fund  amount  was  sufficient  to  meet  the  City  Attorney’s  operational 
needs. 

To  conduct  the  audit,  we  reviewed  the  applicable  provisions  in  the  Administrative  Code, 
the  Controller’s  Departmental  Instruction  No.  1052,  and  the  Purchaser’s  Guide  to 
Ordering  Goods  and  Services.  We  evaluated  the  City  Attorney’s  procedures  for 
recording,  summarizing,  and  reporting  revolving  fund  transactions.  We  also  tested  the 
City  Attorney’s  revolving  fund  transactions  during  the  audit  period  to  determine  whether 
the  transactions  were  proper  and  valid. 
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AUDIT  RESULTS 


THE  CITY  ATTORNEY’S  REVOLVING  FUND 
TOTAL  AGREED  TO  THE  AUTHORIZED  AMOUNT 

As  of  September  17,  1999,  the  City  Attorney’s  revolving  fund  total  of  $10,000 

agreed  to  the  amount  authorized  in  the  Administrative  Code  and  recorded  in  the 
FAMIS.  Although  the  City  Attorney  used  the  revolving  fund  assets  within  the 
intended  purposes  of  the  fund,  we  found  that  the  City  Attorney  did  not  adequately 
segregate  certain  incompatible  duties  of  its  revolving  fund  custodian.  The  City  Attorney 
allowed  its  fund  custodian  to  safeguard  the  revolving  fund  checks,  prepare  the  revolving 
fund  checks,  maintain  the  checkbook  register,  and  prepare  the  revolving  fund  bank 
account  reconciliations.  However,  the  Controller’s  Departmental  Instruction  No.  1052 
states  that,  at  a minimum,  custodianship  of  the  checks  and  reconciliation  responsibilities 
must  be  assigned  to  different  individuals. 


THE  CITY  ATTORNEY’S  REVOLVING  FUND 
AMOUNT  IS  EXCESSIVE 

The  City  Attorney’s  authorized  revolving  fund  of  $10,000  exceeds  the  amount  it  needs 
for  operations.  For  the  period  we  reviewed,  the  City  Attorney  did  not  submit 
reimbursement  requests  for  revolving  fund  expenditures  until  34-73  days  after  the  end  of 
the  month  in  which  the  expenditures  were  incurred.  However,  the  Controller’s 
Departmental  Instruction  No.  1052  requires  departments  to  submit  an  account  of  all  the 
disbursements  made  from  a revolving  fund,  along  with  the  vouchers  supporting  such 
disbursements,  at  least  once  each  month.  According  to  the  City  Attorney’s  chief  financial 
officer,  the  department  has  not  been  able  to  comply  with  this  requirement  due  to  a 
shortage  of  accounting  personnel.  Nevertheless,  we  calculated  that  the  City  Attorney’s 
average  monthly  expenditure  over  12  months  was  $2,660.  If  the  City  Attorney  reduced  its 
revolving  fund  balance  to  $8,000,  it  would  still  have  sufficient  funds  to  meet  its  needs. 


THE  CITY  ATTORNEY  DID  NOT  MAINTAIN 
A CURRENT  ACCOUNT  BALANCE 

The  City  Attorney  did  not  record  each  revolving  fund  check  in  the  computerized  check 
register  when  it  was  issued.  The  fund  custodian  recorded  the  checks  and  calculated  the 
check  register’s  balance  only  once  a month  when  she  also  performed  the  bank 
reconciliation.  According  to  the  City  Attorney’s  chief  financial  officer,  this  occurred 
because  the  fund  custodian  was  performing  many  duties  due  to  temporary  accounting 
shortage.  The  Controller’s  Departmental  Instruction  No.  1052  requires  that  the  record- 
keeping function  to  the  revolving  fund  account  should  include  up-to-date  postings  of  the 
checkbook  register. 
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As  a result  of  not  posting  the  checks  and  calculating  the  book  balance,  and  because  it  did 
not  request  reimbursements  each  month,  we  identified  at  least  one  month  in  which  the 
City  Attorney  had  overdrawn  its  revolving  fund  account.  On  June  29,  1999,  the  City 
Attorney  had  overdrawn  $541  from  its  bank  account.  Although  the  bank  did  not  assess 
any  service  charges  for  any  of  the  checks  that  were  overdrawn,  the  City  Attorney  needs  to 
monitor  its  cash  flow  more  closely  to  avoid  issuing  checks  with  insufficient  funds. 

Corrective  Action 

On  November  17,  1999  the  chief  financial  officer  instructed  the  fund  custodian  to  record 
each  revolving  fund  check  and  recalculate  the  check  book  balance  as  each  check  is 
issued.  In  addition,  the  chief  financial  officer  has  assigned  someone  other  than  the  fund 
custodian  to  conduct  the  bank  reconciliations  of  the  revolving  fund  account. 


RECOMMENDATIONS 

We  recommend  that  the  City  Attorney  take  the  following  actions: 

• Request  the  Board  of  Supervisors  to  amend  the  Administrative  Code  to  reduce  the 
authorized  amount  of  its  revolving  fund  account  from  $10,000  to  $8,000.  If 
authorized  to  reduce  its  fund  balance,  the  department  should  return  the  excess  funds 
to  the  Controller. 

• Submit  reimbursement  requests  for  expenditures  at  least  once  each  month. 


We  conducted  this  review  according  to  generally  accepted  government  auditing 
standards.  We  limited  our  review  to  those  areas  specified  in  the  audit  scope  of  this  report. 


Staff:  Maureen  Gannon,  Audit  Manager 

Renato  Pascua 
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RESPONSE  TO  THE  AUDIT 


OFFICE  OF  THE  CITY  ATTORNEY 
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City  and  County  of  San  Francisco 


Office  of  the  City  Ahorney 


Louise  H.  Renne 
City  Attorney 


December  9,  1999 


Edward  M.  Harrington,  Controller 
City  & County  of  San  Francisco 
1 Dr,  Carlton  B.  Goodlett  Place,  Room  316 
San  Francisco  California  94102 

RE:  Controller’s  Audit  of  the  City  Attorney’s  Revolving  Fund 
Dear  Mr,  Harrington: 

Thank  you  for  sending  me  the  report  of  your  audit  of  the  City  Attorney’s  revolving  fund 
covering  the  period  from  September  1,  1998  through  September  17,  1999,  We  are  pleased  to 
learn,  as  we  anticipated,  that  you  found  that  we  correctly  administered  and  used  the  fund. 

As  you  may  recall,  we  were  unable  to  segregate  some  of  the  incompatible  duties  of  the  revolving 
fund  custodian  because  of  a staffing  shortage.  During  the  Fiscal  Year  1999-2000  budget  cycle, 
we  added  an  account  clerk  to  our  staff  to  address  the  situation.  As  you  noted,  the  incompatible 
duties  are  now  segregated.  We  have  instructed  the  revolving  fund  custodian  to  record  each 
revolving  check  and  calculate  the  checkbook  balance  as  each  check  is  issued.  We  have 
instructed  the  revolving  fund  custodian  to  prepare  reimbursement  requests  once  each  month. 

We  concur  with  the  recommendation  for  reducing  the  authorized  amount  in  the  fund  from 
$10,000  to  $8,000.  We  will  request  that  the  Board  of  Supervisors  amend  the  Administrative 
Code  and,  when  authorized,  we  will  return  the  excess  funds  to  the  Controller. 

Very  truly  yours. 


City  Attorney 


City  Hall  - 1 Dr.  CarltomB.  GoooLEn  Place  • Room  234-  SanFranqsco,  California  94102 
Reception:  (415)554-4700  • Facsimile:  (415)5544745 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Treasurer 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER  H 
AUDITS  DIVISION  ; 


Edward  Harrington 
Controller 


December  16,  1999 

Terry  Gwiazdowski,  Program  Director 
Government  Information  Center 
San  Francisco  Public  Library 
San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  concerning  the  audit  of  the  cash  revolving  fund  of  the  Office  of  the 
City  Attorney  (City  Attorney).  The  report  indicates  that  in  general,  the  City  Attorney 
correctly  administered  and  used  its  revolving  fund.  However,  the  authorized  amount  of 
$10,000  is  excessive  and  we  estimate  that  a $8,000  revolving  fund  amount  would  be 
sufficient  to  meet  the  department’s  operational  needs. 


Sincerely, 


NORIAKI  HIRASUNA 
Director 
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